Illinois Department of Insurance

ANDREW BORON
Director

PAT QUINN
Governor

June 26, 2013

Sent via USPS certified mail
return receipt requested

Jane Cundiff

Medicus Insurance Company
4807 Spicewood Springs Rd.
Austin, TX 78759-8444

Dear Ms. Cundiff:

A Market Conduct Examination of your company was conducted by authorized
examiners designated by the Director of Insuranice pursuant to lilinois Insurance Code Sections
132, 401, 402, 403 and 425 of the [ilinois Insurance Code. The petiod covered by the
examination 1s June 1, 2011 through May 31, 2012.

As required by [llinois Insurance Code Scction 132, the Director must notify the
company made the subject of any market conduct examination of the contents of the verified
examination report before filing it and making the report public of any matters relating thereto,
and must afford the company an opportunity to demand a hearing with reference to the facts and
other evidence therein contained. A copy of the examination report is accordingly enclosed with
this letter as well as a Stipulation and Consent Agreement. The company may request a hearing
within 10 days after receipt of the examination report by giving the Director written notice of the
request, together with a statement of its objections. The examination report will generall y not be
tiled until hearing is completed.

Companies that do not demand a formal hearing may submit their rebuttal with respect to
any matters in the examination report. The rebuttal will be considered by the Director before the
cxamination repott is filed. Please provide any rebuttals, or the signed Stipulation and Consent
Order, to the undersigned by close of business, Wednesday, July 10, 2013. In the event that the
Company elects to sign the Stipulation and Consent Order, please sign and return both copies.
The Director will sign both copies and a fully executed copy will be returned to yvou for your
records. Note that the Stipulation and Consent requires proof of compliance with the Orders and
payment of a civil forfeiture in the amount of $1,000 within 30 days of the receipt of the fully

executed Stipulation and Consent Crder.

122 &, Michigan Avenue, 18 Floor
Chicagn, Bingls 80803
{312} B13-2420
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Once the report of examination has been filed, the exam report, the company’s rebutial, it
any, and corresponding Orders (if applicable) are public documents under the Freedom of
Information Act (5 ILCS 140/1 ¢r /) and may be-posted on the Department’s website. In the
event of a formal hearing, the record of the hearing, the Hearing Officer Recommendations and
the Director’s final Order are also public docuraents and may be posted on the Department’s
website. Please contact me if vou have any questions. [ may be reached at 312-814-2420.

Sincerely, w‘%

Amanda i. Kimble

Staff Attorney

ilinois Department of Insurance
Amanda Kimble/aillinois.pov

122 5. Michigan Avenue, 18" Flaor
Chicagn Hinms 60503
(312; 814-2420




This Market Conduct Examination was conducted pursuant to Sections 5/132, 5/401, 5/402,
5/403 and 5/425 of the illinois Insurance Code (215 11.CS 5/132, 5/401, 5/402, 5/403 and 5/425).
It was conducted in accordance with standard procedures of the Market Conduct Examination
Section by duly qualificd examiners of the Hiinois Department of Insurance.

This report is divided into five parts. They are as follows: Summary, Background,
Methodology, Findings and Technical Appendices. All files reviewed were reviewed on the
basis of the files’ contents at the time of the examination. Unless otherwise noted, all
overcharges (underwriting) and/or underpayments (claims) were reimbursed during the course of
the examination.

No company, corporation, or individual shall use this repoit or any statement, excerpt, portion, or
section thereof for any advertising, marketing or solicitation purpose. Any company, corporation
or individual action contrary io the above shall be deemed a violation of Section 149 of the
Hlinois Insurance Code (215 ILCS 5/ 144).

The Examiner-in-Charge was responsible for the conduet of this examination. The Examiner-in-
Charge did approve of each criticism contained herein and has sworn to the accuracy of this
report.

Amanda I Kimble
Staff Atiorney

{Hhinois Department of Insurance
Armanda Kimble@iHinois.cov

122 5. Michigar fvanue, 18° Floor
Chicage, Hiinois 80803
(312) 814.2420
miip dnsurance ifineis nov




INTHE MATTER OF THE EXAM INATION CF:

MEDICUS INSURANCE COMPANY
4807 SPICEWOQD SPRINGS ROAD
BUILDING 4, 1" FLOOR

AUSTIN, TX 78759

MARKET CONDUCT E AAMINATION WARRANT

I, the undersi ned, Director of Insurance of the State of Hllinois, pursuant to Sections
132, 401, 402, 403 and 425 of the Illinois Insurance Code (215 ILCS 5/132, 5/401, 5/402
and 5/425) do hereby appoint Examiner-In-Charge, Bernie Sullivan and associates, as the

Toper persons to examine the insurance business and affairs of Medicus Insurance

ompany, NAIC #12754, and to make a fuli 1 triie report to me of the examination
made by them of Medicus Insurance Company, with a full statement of the condition and
operation of the business and affzirs of Medzcus Insurance Company, with any other .
information as shall in their opinion be requisite to furnish me a statement of the condition
and operation of its business and affairs and the manner in which it conducts its business,
The costs of this examination shall be borne by the company.

The persons so appointed shali also have the power 1o administer oaths and to examine
any person concerning the business, conduct, or affairs of Medicus Insurance Company.

S N |

INTESTIMONY RIEREQF, | hereto set my hand and cause to be
affixed this Seal.

L {L
¥ Bone e Tty 6T Sprim field, ke £]7 day of fg;ﬂg L2017,

_ﬁiﬁf -**M&iw«ﬁ@bﬁg
Roron 7

Andrew Boron Director




STATE CF ILLINOTS
i 588
COUNTY OF SANGAMON }
I personally served a copy of the within Warrante by leaving

said copy with Qowe Covf 4l | at the hour of \Zioo Pm

on kwﬁm’%{‘ e, AT, 2012,
L3

Examiner




MEDICUS INSURANCE COMPANY




MARKET CONDUCT EXAMINATION REPORT

DATE OF EXAMINATION: August 20, 2012 through September 13,
2012
EXAMINATION OF:; Medicus Insurance Company
{Property and Casualty Foreign)
NAIC #12754
LOCATION: 4807 Spicewood Springs Rd
Austin, TX 78759-8444
PERIOD COVERED BRY EXAMINATION: June 1, 2011 through May 31, 2012
EXAMINERS: Bernie Suilivan Jr. LUTCF

Examiner-in-Charge
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1.

SUMMARY

[. The Company was criticized under 215 ILCS 5/143.14 for failing to maintain the
required proof of mailing. A class trend criticism was issued in the medical
liability cancellation survey.




I1. BACKGROUND:

Medicus Insurance Company (MED)

The company was incorporated and licensed in the State of Texas on September 28, 2006 under
the provisions of Chapter 822 of the Texas Insurance Code. The Company was licensed to write
fire; inland marine, ocean marine, workers' compensation and employers’ lability, automobile -
liability and physical damage, lability other than auto, glass, burglary and thefi, forgery and
reinsurance on all lines authorized to be writien on a direct hasis. The Company is currently
licensed in Texas, Nevada and iinois. The license in IHinois became etfective in August 2007,

On October 4, 2011, control of the Company was obtained by NORCAL Mutual through the
merger of NORCAL Mutual's subsidiary, Spartacus Merger Sub., Inc., Delaware, and Medicus
Insurance Holdings, Inc, Dielaware, the Company's parent. Medicus Insurance Holdings was the
surviving entity. The acquisition was filed with the Texas Department of Insurance and bore
Texas Commissioner's Order No. 1 10792, dated Qctober 4, 2011,

MED's 2011 NAIC Annuai Staternent Page 19 (iilinois) reflects the following:

Line Direct praﬁﬁlﬁ%ﬁct premium | Direct losses Direct losses ]
e wrien | camed ! paid incurred |
[T Medical | T ]
professional | $18,651.703 L BiR610,722 | $3,885,000 £5.136,932 ’

_ liability |

e S U B

]



M.

METHODOLOGY:

The Market Conduct Examination places emphasis on an insurer's systetns and
procedures used in dealing with insureds and claimants.

The following categories are the general areas examined:

Risk Selections

Underwriting

Claims

Producer Terminations and Department Complaints

The review of these categories is accomplished through examination of individual
underwriting, claim files, written interrogatories, and interviews with Company
personnel. Each of these categories is examined for compliance with the Department of
Insurance rules, regulations, and applicable state laws.

The report concerns itself with improper practices performed with such frequency as to
indicate general business practices. Individual criticisms are identified and
communicated with the insurer, but not cited in the report if not indicative of’ a general
trend, except to the extent that there were underpayments and/or overpayments,

The following method was used to obtain the required samples and to assure a methodical
selection.  Surveys were developed from Company generated Excel spreadsheets.
Random statistical printout reports were generated by the examiners and presented to the
Company tor retrieval.

Risk Selection

Nonrenewals were requested on the basis of the effective date of the transaction falling
within the pericd under examination. They were reviewed for their compliance with
statutory requirements, accuracy, validity of reasons given, and for any possible
discrimination.

New files were selected based on the inception date falling within the period under
examination. New policies were reviewed for rating accuracy, use of filed rates, use of
filed forms, compliance with company underwriting guidelines, and to insure that the
protection provided was as requested.

Claims

|27}

i

Claims were requested based on the setilement cceurring, or the claim file being closed
without payment within the period under examination.



All claims were reviewed for compliance with policy contracts and endorsements and
applicable sections of the Ulinois Insurance Code (215 1LCS 5/1 1 seq.).




IV: SELECTION OF SAMPLE

Survey
Risk Selection:

Medical Liability Cancellations
Medical Liability Nonrenewals

Underwriting:

Medical Liability New Business
Medical Liability Renewals

Claims:

Medical Liability Paid and Median
Medical Liability Closed without Payment

Producer Terminations and
Department Complaints:

Producer Terminations
Appointed Agent Review
Department Complaints

Population

219

R Rl

e
-

#

Reviewed

44
45

%

Reviewed

100.00%
0

100.00%
20.54%

100.60%
100.00%

0
11.71%
100.00%




V. FINDINGS:

A,

Risk Selection:

Medical Liability Cancellations

Five (5) cancellation files were reviewed to insure compliance with the
following [ilinois Insurance Codes:

# files Fof
Insurance Code Overview : Viclations
e e reviewed | o=
B — Identified
! agent termination not
215 1LCS 5/141.01 agent termination no 19 0
grounds for nonrenewal
B 5T v on am srevious refusal not oroun
215 1LCS 5/143.1¢ | Previousrelusal not grounds 19 0
for nonrenawal
previous 3 yrs loss
wa . _ imformation must be
215 1LCS 5/143.10a rmation must b 19 0
provided with the
nonrenewal

[ _. U S

must provide insured and

proaucer 10 days advance 19 0

notice of cancellation for
aon-pavmont

2ESTLCS 5/143.16

must maintain proof of 19 2
mailing,

ust provide insured with a
notice of the right to appeal 19 0

and procedures for
feguesting a hearing

2}
Ly

15 TLCS 5/143.23

Nineteen (19} cancellation files were reviewed. Twelve (12) of the 19 files
requived proof of mailing be maintained. All 12 of the files (100%) failed to
maintain the prool of mailing as required by 215 ILCS 5/143.14. A class
trend criticism was issued.

Medical Liability Nonrenewals

e ~

The examiner requested-a-iist-of polteresthat-were Tonrerewed diiring the

examination period. The Company advised the examiner that no policies had
been nonrenewed during the examination period. No nonrenewal files were
reviewad.



ba

e e oo 0 s e e e

maximum effoctive
47011 Al fleg

|

! reviewed which had
j 3
i

No errors were noted in this Survey.

Medical Liability Retiewnls

S 518521, underwriting files were
ny was refusing to offer insurance to
e or intended to enter into arbitration
sactice Arbitration Aet, Policy forms were
nad bren filed with the Director for approval as
ms were reviewed to assess compliance
wance Lepartment Company Bulletin 201 1-
- Liability Insurance Schedule Rating Plan

To assess compliance
reviewed to determine i
applicants who had ent
agrecments pursuan! io
reviewed 1o determine if
required by 215 TLCS 5/
with 215 ILOS 5/155.1%
05, "llinois Medical Prol
Guidelines.™

S|

Coge . T%leations
| Hhiles reviewed | Identified |

Insurance Code |
e 45

15U A S o applicants
Wi hadd entered Into or were denied
oty e § O vireederd S . .
R EX}’;&&@ ; 13"%?\. Wea to enter o “F COV(ifage dunng 0
5/155 21 3 arbitration agreements i the examination
prEsiant to the ~ 1 period and no
| Malpractice Arhiir | files were j
i ! - J
j reviewed |
[ T

45
all forms ‘ '
reviewed were 0 !
approved by the ! !
~_ barector

rector | |




C.

-U5. However, the
1 was issued on
1 E ? " 3 ]

2151.C8
5/155.18 and
Insurance
Department
Company onl
Bufletin 2011.03, which o
“Iliinois Medical |
Professional
Liability
Insurance
Schedule Rating
Plan Guidelines.”

45 0

. No errors were noted i th

Claims

Medical Liability Paid ;

Claims files were revi
Department of Financi
National Practitioners Da:
USC Section: 11101 and
indicated that all ciaim
provided to the Blinois |
(IL DEPR a list of ail clnim:
DEPR. The examines

ning if claims were being reported to the
‘essiona] Regulation (YL DFPR™Y and the
as required by 215 ILCS 5/155.19 and 42
< Part 60 respectively. MED’s records
i reported as required.  The examiner
i Financial and Professional Regulation
Ceompany said had been reported 1o IL
L PR-confirrthertive o laimis Rad

verified that it had received each of the

been reported to 11 DFPR
clam reports,




H

Claim files were also reviewsd 5
being honored as requis

[ lnsurance Code I # files # Violations Identified
__reviewed
! Zero, Each file had
J | daecumentation
| ' indicating that the
215108 fafrms g claim had been
5/155.09 reported to IL DPFR.
IL DFPR confirmed
that it received the
o o claim reports.
5 Zero. Each file had
i 42 U8 Sec, documentation ,
V 11161 8 indicating that the |
45 CFR Part 60 claim had been
reported to the NPDB,
Zero. Of the {ifty files
reviewed, 0 had been
resolved by
215108 p arbitration. The policy
SAEE5.20 forms do not exclude
. ; coverage for
5 E arbitration awards,

No errors were noted in this SLFVEY.

Medical Liability Closed

All closed without paymen
215 105 5715519 and 715

Zero, Fach filehad
2151008 documentation indicating i
5/135.19 that the claim had been
o ~ teported to [L DPFR.
. Zere. Ne ﬁ}\ia iuvu}w,d
2I51.CE claims which were
S/YS5.20 resclved via

. arbivation. |




D.

Producer Terminations an:d

1.

]

No ¢rrors were noted |

Producer Terminations

Y

-

No producers were (e
period.

No errors were noted in ihis sur

Deparment Complaints

£

(L11-04043)  was  filed during  the
?k Company records. However, the
L 7y pursuant 1o the Chicago Consumer
fed under a complaint against an agency

One (13} Department
exanvination period aw
complaint was actual]
Unit of the Departmen
(JL11-040673,

et
Mm




V.

TECHNICAL APPENDICES:

None




STATE OF INDIANA )
Yss
COUNTY OF aLLEN 1

Bernie Sullivan, baing first duly sworn upon his/her cath, deposes and says:

That he was appointed by the Director of Insurance of the State of linois (the
"Director”} as Examiner-In Charge to examine the insurance business and affairs
of Medicus Insurance Company fthe "Company”) of Austin, Texas,

That the Examiner-In-Charge was directed to make a full and true report to the
Director of the examination with a full statement of the condition and operation
of the business and affairs of the Company with any other information as shatl in
the opinion of the Examiner-In-Charge be requisite to furnish the Director with a
statement of the condition and oparation of the Company business and atfairs
and the manner in which the Company sonduct their business:

That neither the Examiner-in-Chargs nor any other parsonsg so designated nor
any members of thelr immediate families s an officer of, connected with, or
financially interested in the Lompany nor any of the Cormpany affiliates other
than as a policyhoider or claimant under a DEiCY oF 85 an owher of shares in a
regulated diversified investment Company, and that neither the Examiner-In-
Charge nor any other persons so designatad nor any members of their
tmmediate famities is financiaily mterested in any other corporation or person
affectad by tha examination;

That an examination was made of the alfairs of the Company pursuant to the
authority vested in the Examiner-in-Charge by the Director of Insurance of the
State of Tllinois;

That she/he was the Examingr-in-Charge of said examination and the attached
report of examination is a fuil and trus statement of the condition and operation
of the insurance businass and affairs of the Company for the period covered by
the Report as determined by the examiners:

That the Report contains oy facts ascertained from the books, papers, records,
or documients, ard other eviGenoe 2o Loy investigation and examined or
ascertained from e weslimony of officers or agents or other persons examined
under oath concerning the busine atffairs, conduct, and performance of the
Company.

Subscribfg_ii and sworn (o before me
This _ /170 dayof gt
A D, 2012,

.
7

¢ oo e i :

SRR M g ot

Motary Public ,r/,.;;f,? f’(;
SN




5 S

MENT OF ngp
) __‘:

IN THE MATTER OF:

MEDICUS INSURANCE COMPANY
4807 SPICEWOOD SPRINGS RD
AUSTIN, TX 78759-8444

STIPULATION AND CONSENT ORDER

WHEREAS. the Director tDirector) of the Htinois Department of !naurz‘mce (Departmeny
fs a duly autherized and appointed official of the State of Hinots, having auvthority and :
responsibility for the enforcement of the insurance laws of this State: and -

WHEREAS, Medicus Insurance Company (Company ) is avthorized under the insurnce
iaws of this State and by the Director as a foreign company. 1o engage i the business of
soliciting, selling and issuing insurance policies: and

WHERTAS, a Market Conduct Fxamination of the Company was conducted by duly
yuaiified examiners of the Departmient pursuant to Sections 131 .7 FoI32, 401, 402 and 425 of the
Minois Insurance Code (215 1L.CS 5/13 F24, 540320 5401, 5302 and 54251 and

WHERFAS, the Depariment examiners have filed an exumination report as an officid
document of the Department as a result of the Market Conduet Fxamination: and

WHEREAS, said report cited the area in which the Company was not in compliance with
the Hlinois Insurance Code (2135 11.CS 571 o veq.) and Depurtment Regulations (50 HI. Adm,
Code 101 ef seqy 3 and

WIHEREAS. nothing hierein contained, nor any action taken by the Company in
connection with this Stipulation and Consent Order, shall constitute, or be construed as, an
admission of tault, liability or wrongdoing of any kind whatsoever by the Company: and

WHEREAS, the Company s aware of and understands s varivus rights i connection

with the examination and report. inchuding the ﬁ%br to counsel. notice, hearing ; 2 £ L
- : T2 - 01 the Hinots Insurance Code and 30 11 Adm. Code

2402 and

) WHI{RliAS.‘Ihe Company understands and agrees that by entering into this Stipulation
and Consent Order., it waives any and all rights  notice and hearing; and

ittt e ey it oo e T — . srr—rrren- e ‘iﬁ
SR BN R R~ Cl S s ~;h35..v;4,:__m..~._’.frr.z VLR AT T TSI T sy i e T Tl X T T T T St !d



WHEREAS, the Company and the Director, for the purpose of resolving all matters
raised by the report and in order 1o avold any further administrative action, hereby enter into this
Stipulation and Consent Order.

NOW, THEREFORE, 1T IS agreed by and between the Company and the Director us
tollows:

i That the Market Conduet Examination indicated the area in which the  Company
was not in comphance with provisions of the linois Insurance Code andior
Pepartment Regulations; and

S

That the Director and the Company consent o this order requiring the
Company to take certain actions to come into compliance with provisions of  the
Hhnois Insurance Code and/or Department Regulations.

THEREFORE, T IS HEREBY ORDERED by the undersigned Director that the
Company shally
|8 Institute and malntain procedures 1 comply with 215 1LCS 5714314 subsection
{a} which requires the Company 1o maintain proof of mailing for all notices of
carwellation,

2. Pay 1o the Director of Insurance. State of [llinois, a civil forfeiture of one
thousand dollars ($1.000.00) within 30 days of the entry date of this Stipulation
and Consent Order.

3. Submit to the Director of Insurance, State of Hlinots, proot ol compliance with the
above orders within 30 days of the entry date of this Stipwlation and Consen
Order.

NOTHING contained herein shall prohibit the Director from king any and all
appropriate regulatory action as set Torth in the Hlinois Insurance Code, including but not limited
to levying additional forfeitures, should the Company violate any of the provisions of this
Stipulation and Consent order or any provisions of the inois Insurance Code or Department
Regulations.




Un behalt of Medicus [nsurance Company:

Sit}}duﬁﬁk

“Mark \Eamw

Nane

Subscribed and

™ day or

ST

mar:; m before me this
- gen AL 2015

\ J Notary Public

r/? E i o Fid
g Galfibal 77

DATE

e, JANE MCROBERTS
% Notary Public, State of Texas |§

gf My Commission Expires
Pebrugry 07, 2018

&‘

gy
g e

PEPARTMENT OF
State of Hlinois:

INSURANCE of the

Lot /”{/3 i

Andrew Boron
[Hrectoy

fnd



Illinois Department of Insurance

PAT QUINN ANDREW BORON

Governor Dirvector

January 7, 2014

Jane Cundiff

Medicus Insurance Company
6034 W. Courtyard Drive
Suite 310

Austin, TX 78730-5087

Re:  Medicus Insurance Company
Market Conduct Examination Report

Dear Ms. Cundiff;

The company has submitted to the Department proofs of compliance with Order # 1 and Order
#2 and has submitted the $1,000 civil forfeiture as outlined in the Stipulation and Consent
Order issued by the Department. These proofs of compliance have been reviewed and are
satisfactory.

The Department is closing its file on this exam. | intend to ask the Director to make the
Examination Report available for public inspection as authorized by 215 ILCS 5/132.

Sincerely,

Caryn C. Carmean, ACAS., MAAA.

Acting Deputy Director Consumer Outreach and Protection
Himois Department of Insurance

320 West Washington Street

Springfield, Il 62787

217-557-7311

Caryn Carmean@illinois.gov




